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Glen Lake Silver Mines in a recent report to shareholders, 
announced important new developments both at the Cobalt Silver 
properties and on the 136 claim base metal prospect in Mortimer 


Township, in the Timmins area of Northern Ontario. 


The underground drive from the 90 ft. level to the silver 
zones indicated by diamond drilling on the Cleopatra claim of 
Hiho Silver Mines Limited has entered the first of these zones. 
The drive crosses the zone at a flat angle showing a network of 
narrow high grade veins with leaf and ruby silver throughout the 
wall rocks and thin plate silver in flat seams. The drive has 
angled through this structure for 101 feet giving a true indic- 
ated width of 26 feet. Muck samples to date from 401 cars of 
ore have averaged 63.60 ounces of silver per ton uncut. In rou- 
tine procedure at the mine, all samples over 50 ounces are cut 
to 50 ounces bringing the cut average to 37.76 ounces silver per 
ton. The drive is now going in a north-westerly direction at 
right angles to the veins and is being pushed out to intersect 


the second and third zones indicated by diamond drilling. 
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What appears to be another brand new zone has just been 
intersected by diamond drilling north from the 145 ft. level, 
due north from the University shaft. This section assayed 87.7 
ounces silver per ton over 6 inches. Drilling is continuing 


here. 


The Turam electromagnetic survey conducted on the 136 
claim Mortimer Township property is now completed and has re- 
vealed the presence of several electromagnetic conductors, 
some of which look very important indeed. These conductors lie 
off the flanks of magnetic anomalies caused by the presence of 
basic intrusive rocks. These conditions are favorable for the 
occurrence of base metals such as copper, zinc, nickel etc. The 
rocks in the area generally are similar to those in which the 
huge copper-zZinc-silver deposit discovered by Texas Gulf Sulphur 


occurse 


The results of the Turam survey are considered to be very 
important and claim holdings have been increased by an extra 
120 claims along the south-easterly strike. International Nickel 


have acquired several groups of claims along this same belt. 


A contract has been let for a minimum of 5000 feet of 
diamond drilling to test the anomalies and drilling should get 


started early next week. 


Production at the parent mine continues at a high rate. 
In the 22 months since commencing production to May 31, 1962, 
a total of 1,980,049 ounces of silver have been produced from 
milling of 53,540 tons of ore. Average mill heads were 36.98 
ounces silver per ton and recovery was 97.3%. 
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Report of the Directors 


TO OUR SHAREHOLDERS: 


On behalf of your board of directors I am 
pleased to present to you our fourth annual report 
containing audited consolidated financial statements 
reflecting the financial status and operations of the 
company and its wholly owned subsidiary, Hiho 
Silver Mines Limited, during the fiscal year ended 
July 31, 1966. As in the past, the consolidated 
balance sheet shows comparable figures for the prior 
fiscal year. 


MINE DEVELOPMENT: 


A report from our mine manager, Mr. M. C. 
Halstead, follows this report of your directors. 
Production from both mines for the year totalled 
some 1,354,685 ounces of silver. While about 
75% of the silver produced was obtained from ore 
drawn from the Hiho mine from which mill heads 
were, on the average, 34.57 ounces of silver per ton, 
mill heads of ore drawn from the Glen Lake mine 
ran at a most impressive average of 70.53 ounces of 
silver to the ton during the year. 


The results of ore development during the last 
fiscal year and down to the present time can only be 


— 
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described as excellent. As indicated elsewhere in 
this report, your board is convinced that it is just 
a matter of time until the price of silver must 
advance. With this thought in mind, a continued 
enlargement of our property holdings has proceeded 
with the result that from the original Glen Lake 
mine covering 58 acres, we now through acquisitions, 
leases and options, own or control 1,132 acres in 
the Cobalt camp. Not only does this expanded 
acreage increase our potential for future ore 
development, but even more important, when the 
price of silver increases what are now considered 
marginal grade ores will become economic deposits 
warranting profitable exploitation. 


EARNINGS: 


Operating profits for our last year amounted 
to $738,149 as compared with $704,793 for the 
prior year. Outside exploration was $114,035 
compared with $118,669. Our net profit for the 
year was $347,464 compared with $366,720 for 
1965, the slight decrease being primarily attributable 
to increased accounting write-offs for depreciation 
and amortization of $285,812, compared with 
$247,816 in the previous year. 


TAXATION: 


You will have noted that no provision has been 
made in our financial statements for Federal income 
taxes. Glen Lake ended its three year tax free 
holiday July 31, 1965, but to date, and at least for 
the next year, should not incur liability for taxation 
due to the availability of write-offs. As indicated in 
Note 7 to our consolidated financial statements, 
Hiho Silver commenced commercial production 
August 1, 1964, and application has been made for 
the customary three years’ tax free period ending 
July 31, 1967. As stated in our last annual report, 
the taxation authorities had indicated that they were 
not then prepared to grant such an exemption and 
no further communication has been received from 
them to date. Should an assessment be rendered, 
our auditors have estimated that tax liability for the 
two year period ending July 31, 1966, could be some 
$179,000; however, our legal counsel have advised 
that in their opinion Hiho Silver is entitled to the 
three year tax exemption and they have further 
confirmed to us of recent date that certain recent 
judicial decisions have supported their opinion. 
Should an adverse ruling be made by the taxing 
authorities an immediate appeal would be taken 
by your company to the courts. 


OUTSIDE EXPLORATION: 


It is your directors’ belief that a mining company, 
particularly one such as Glen Lake which is in 
production, should endeavour to budget a certain 
portion of earnings for outside exploration. In 
conjunction with the Hecla Mining Company of 
Canada we undertook a joint exploration program 
on a block of 200 claims in the Pine Point area of 
the Northwest Territories, the cost being shared 
equally by Hecla and ourselves. Following line 
cutting, induced polarization surveys were carried out 
over the claims and an anomaly indicated by this 
geophysical surveying was outlined and tested by 
diamond drilling. Unfortunately, no mineralization 
of economic significance was encountered and 
accordingly development work has been discontinued. 


DIVIDENDS: 


As shareholders are aware, our last dividend 
payment was made December 31, 1965, and in the 
1965 annual report your directors stated that a 
careful re-appraisal of our dividend policy was 
essential. Shareholders were so advised for several 
reasons: the capacity of our mill at Cobalt had been 
increased in the summer of 1965 and the entire cost 
of this program had been financed out of earnings 
without the necessity of borrowing through the 
issuance of funded obligations; we were about to 
embark on an extensive exploration program in the 
Pine Point area with Hecla; and the status of Hiho 
Silver’s tax exemption was in doubt. In view of 
these considerations it was felt that it would be 
prudent to conserve our funds during 1966 with the 
objective of reviewing our position from the point of 
view of mine development and profits earned 
Arete the close of our fiscal year ending July 31, 
1966. 


As soon as the audited financial statements were 
available covering operations for the past year, your 
directors met and after a careful assessment of the 
status of your company, it was decided that the 
payment of dividends should be recommenced. 
Accordingly, a dividend of 24%2¢ per share was 
declared payable December 15, 1966, to share- 
holders of record at the close of business November 
24, 1966. 


Just prior to the issuance of this report the five 
millionth ounce of silver was produced from our 
Cobalt mines. This occasion was marked by a 
dinner for our mine staff, employees and _ their 
families and in attendance was the Honourable 
George C. Wardrope, Minister of Mines for the 
Province of Ontario. It was particularly fitting to 
have had the dinner at this time as it gave your 
directors a splendid opportunity to express our most 
sincere thanks and appreciation to our staff and 
employees whose loyalty and co-operation have con- 
tributed so greatly to our success, not only during 
the past year but from the inception of operations. 


We look to the ensuing fiscal year and future 
with considerable confidence not only in the light of 
our property developments but particularly concern- 
ing the future pricing of silver. Financial circles are 
almost unanimous in their opinion that a rise in the 
price of silver will necessarily be occasioned by the 
prolonged and continuing imbalance between supply 
and demand. 


World demand in recent years has been growing 
at a much faster rate than production of new silver 
and the large holdings of the metal by the American 
government have been diminishing at a rapid pace. 
It is widely believed that at some time in the future, 
the U.S. Treasury will be forced to stop selling silver 
at the pegged price of U.S. $1.293 per ounce and 
when this happens the price of silver will move 
upwards in response to world wide market demand. 


Enclosed you will find a notice of our annual 
general meeting of stockholders to be held December 
9th, 1966. An instrument of proxy accompanies 
the notice and if you are unable to be personally 
present, you are requested to sign and return the 
proxy to ensure your representation at the meeting. 


Respectfully submitted, 
On behalf of the board, 


oe fad.ky 


FRANK CADESKY, 
President. 


Toronto, Ontario, 
November 14, 1966. 


GLEN LAKE SILVER MINES LIMITED 


General Manager’s Report 


The President & Directors, 
Glen Lake Silver Mines Limited, 
Suite 503 — 365 Bay Street, 
Toronto 1, Ontario. 


Gentlemen: 


I am pleased to submit the following report on 
Glen Lake Silver Mines Limited and its wholly-owned 
subsidiary Hiho Silver Mines Limited covering the 
period August 1, 1965 to July 31, 1966: 


Production is shown for both Glen Lake Silver Mine 
and Hiho Silver Mine. Following are the production 
figures for the 12 months of the fiscal year and total 
to date: 


Guen LAKE-BaILEy MINE 
August 1/65-July 31/66 


TDonssMilledige eee a ee eee ens 4,010 
PLATES ee iseih rt TAN Asean eeu Uae ee Marien aartat aL aE 6,657 oz. Ag 
Average Mill Heads .............. 70.53 oz. Ag per ton 
RECOVERY) i ain iny) Ba unaae aia 97.64% 
Production: 

September iy ee as a ees enna 46,084.81 

Octobe rie ney s/s Relais Seren eae eae aN 8,986.12 

DE CEMDPER Senn ae ee ea Rae nents 35,519.00 

SDEATVUL ATV ys AN ae Se ic SE a a 8,420.26 

ONT eV p As ANNES ila AI SVEN ACL im fis ta 75,125.00 

PUL Yih OIC NAG eS LST ea 102,069.56 

Aug, 1/65-Julya31/66) eo. mee aay 276,204.75 oz. Ag 


Total Production Aug. 1/62-To Date: 2,746,182.82 oz. Ag 


Hino-GLen LAKE SUBSIDIARY 
August 1/65-July 31/66 


Ons: Milled isi auac en die eas 32,085 
Tat ISA eee cs Pee OMY RES CR A RIED ae 30,873 oz. Ag 
Average Mill Heads ............ 34.57 oz. Ag Per Ton 
Recovery, deci anaes Uvar tin ee 97.21% 
Production: 
August ((4//mon)) epee ie cea 63,832.24 
September cacy cg ane eeliere orale 68,979.00 
OCODER eee cinta eG inter eyelash aan 118,751.15 
November inti Omran ate et ten tenis 103,749.19 
December hi ewe ale redvea ede tea hips 71,513.64 
VAMMARY Neel Mena eee ene AN aan 102,032.84 
Re Dru arya ee er ene eee el 104,912.73 
March nivys oo uaich tae an tna aire ty ramet 125,950.43 
ADI ae eon ev cadtas Mice tOnae be te RM 103,460.66 
1 ES era ap ghee eres Gee ake ALE 100,780.00 
ASD at oc Ne UY rma REM Meteo By veak OL AE MRL tase eIaG 54,299.00 
ERD A Aran Mawnan AC Es MION Olle BE MAAN MG tt) 60,219.79 
Aug /65-Iulyi sl /66ue awe en 1,078,480.67 oz. Ag 


Total Production Aug. 1/64-To Date: 1,927,335.25 oz. Ag 


PRODUCTION FROM BotH MINES 


August 1/65-July 31/66 ........... 1,354,685.42 
PriortosAugustsl/657335 ee 3,318,833.00 
Total Production Both Mines ...... 4,673,518.42 oz. Ag 


Production Both Mines- 
Month of July 1966-162,289.35 oz. Ag 


DEVELOPMENT WORK AUGUST 1, 1965 TO JULY 
31, 1966 AND TOTAL TO DATE 


During the fiscal year development work was car- 
ried on at the Glen Lake Bailey Mine. The Hiho 
Cleopatra Mine and the Hiho Giroux Lake Mine which 
is operated through the University No. 3 Shaft. The 
development work will be shown separately for each 
property and is as follows: 


TotTaL ADVANCE FOR THE FiscaAL YEAR AND To DATE 
GLEN LaKE-BaILEy MINE 


Previous to | Aug. 1/65- 
Aug. 1/65 | July 31/66| To Date 


Cross Cutting co su ae 3,174’ 467’ 3,641’ 
Drifting ee ee ees 3,004’ 362’ 3,366’ 
Raisingwien eee ae eee 1,295’ 420’ 157152 
Sinking No. 1 Winze .... 68’ 102’ 170’ 
Diamond Drilling: 
Surlace sacs aetna: 10,067’ 4,339’ 14,406’ 
Underground ......... 47,281’ 10,429’ 57,710’ 


Diamond drilling located the silver ore in the 
Keewatin basement rock below the diabase and sedi- 
ments. Development work from the winze area opened 
up this ore and to date 276,207 oz. of silver as reported 
has been recovered and further ore is being broken 
daily. 


Hino-CLEOPATRA 


Previous to| Aug. 1/65- 
Aug. 1/65 | July 31/66| To Date 


Gross Cutting: 72) cee 1,734’ 436’ 2,170’ 
PING Sie yaaa ts 1,874’ 1,130’ 3,004’ 
Raisin gees) saa er 14’ 281’ 295’ 
Main Shaft Sinking ..... 210’ — 210’ 
Diamond Drilling: 

Surface sis aaa 3,572’ 230’ 3,802’ 

Underground ......... 22,507’ 16,920’ 39,427’ 
HrHo-UNIVERSITY 
Dring ye ce ee 295’ 295’ 
Shaft Sinking No. 3 ..... 1597 153’ 
Cross) 'Cutting aes 789’ 789’ 
Diamond Drilling: 

Suriace ie hae 512’ S12. 


Undererounde 3,761 | 5,129’ | 8,890" 


Previous to | Aug. 1/65- 


Aug. 1/65 | July 31/66|To Date ~ 


Hino-A 48 & A 50 PROPERTIES 


Surtace DD i riG a ese 504’ 1,336’ 1,840’ 
Underground DD ....... —— = es 


Surface DD ........... fea 1,475’ 1,475’ 


Hrno-Giroux LAKE PROPERTY 


Grosse Cuttinge ns ie. \ 352’ 352’ 
POcININ See ose Se 602’ 602’ 
TE EDTA A ak le prey 219’ 
Surfaces DD. oso ee 4,401’ 2,951’ W352. 
Underground DD ....... 3,512’ 9,562’ 13,074’ 
Himo-Kerr LAKE PROPERTY 

Surface -DD soo. 6252}. 5,415’ — 5,415’ 
Hino-PENN CANADIAN PROPERTY 

SUMACE DD enc ee es 4,268’ sas 4,268’ 
Underground DD ....... 1,788’ — 1,788’ 


Hino-Nu S1ico 
SuntacesD Div ce. asd ac 2,568’ 1,481’ 4,049’ 


Total Diamond Drilling on Glen Lake Silver Mines 
Limited and all adjoining subsidiary properties to 
date: 


SUETEA COM ee as Aisne te 43,119’ 
Winderoround)) . kiss) ite ee dil 120,889’ 
TEGAN 6 Gs Re a raeaea erg me Notte 164,008’ 
Total Cross Cutting To Date ........... 6,952’ 
Total Drifting To Date o.!5.. «6.4.0. 7,267’ 
MotaliRatsine’ No) Datel). We 6c ees 2,229’ 


Diamond drilling in the Hiho Cleopatra Mine 
shows the downward extension of the various veins 
to be carrying silver values. Three intersections below 
the Al7 or Patricia vein showed highgrade silver 
veins. A new cross-cut is to be driven from the 233 
foot level of the shaft which is 50 feet below the 
second or 183 foot level. The various veins will be 
developed at this new depth. 


Stope preparation at the Hiho Giroux Lake Mine is 
continuing along the 457 feet of ore found on the 291 
foot level below Giroux Lake. The vein shows native 
silver and an excellent grade of ore. 


Working conditions at the Mine remain good. An 
auxiliary outlet from the Mine to Dynamite Island in 
the middle of Giroux Lake is in progress. 


Respectfully submitted, 


M. C. HALSTEAD, B.Sc., P.Ene., 


General Manager. 


August 31, 1966. 


Map showing 
original Glen Lake property 
and present property interests. 
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ASSETS 


CURRENT ASSETS 
Caer aS BEST ES AA RGAE ACURA CT A ARCH AR ONO 


Bank trust account for payment of charges under shaft sinking contract .. 
Smelter settlements outstanding ........... 00. c cece eee eee ee es 
Concentrates on hand and in transit, at estimated net realizable value .. 
Receivable from affiliated companies .................. eee eee eee 
Other recetvables inci Ge eee Nr ae eee Ce One ia atc aLee MEN am eegea 


FIXED ASSETS 


Building, machinery and equipment, at cost ................0 eee cues 
Less — accumulated depreciation (Note 5) ..............00ee eee 


eee eee eee eee eo eee eee eee oe ee eevee ee ee ee eo we 


Mining leases (Note 2) 
Mining: claima i( Noted). ai sca ene Orie 20 RU MANU ben zeta nN 
Mining claims held under option to purchase (Note 4) ............... 


DEFERRED EXPENDITURES AND OTHER ASSETS 


Development and preproduction expenditures ..................00-005 
Shaft: sinking: and ‘related | costs! 3/0 ow ip a eaianungiate Pade aonarent nantes 


Less — accumulated amortization (Note 5) ..................0005 


Receivable from affiliated companies ............ 0.00. cece eee n cence 
Mine suppliés, ‘at! costs). ccs cite nw ein) aa eR ann ani eae 
Prepaid expenses 2 2). ee Ue Re Peata ee ee A ee ara 
Special refundable: tax 3.65 N/E roa Ane ese 
Refundable ‘deposite: 3.\35 ca aah eae eae eal LO th area kee or eta naval irene 


LAKE SILVI 


(Incorporated under the Le 
AND ITS WHOLLY-OWNED SUBS 


CONSOLIDATED 


as at Ji 
with comparat 


1966 1965 


$ 35,453 $ 59,566 
oy 30,000 
378,806 159,720 
102,399 139,997 
51,314 60,585. 
14,713 11,857 


$ 596,254 $ 526,295. 


364,132 258,721 
$ 232,122 | §) Gog oaae 
35,002, | ae 
135,896 «136,129 
70,000 - 
$ 473,020  $ 403,665 


$ 427,344  $ 427,344 


$1,348,778 


226,855 116,210 © 

$ 654,199 $ 543,554 
438,550 260,070. 
$ 215,649 $ 283,484 
11,973 22.737 
40,991 48,159 
10,254 13,396 
5,350 Oe 
8,856 8,856 

$ 293,073 $$ 376,632 


— $1,242,022 


MINES LIMITED 


ve Province of Ontario) 
HIHO SILVER MINES LIMITED 


LANCE SHEET 


1966 
es for 1965 


LIABILITIES 


CURRENT LIABILITIES 1966 a aes 
Wages and employees’ deductions payable .............-.0-eeeeeee ees $ 7,870 $ 18,084 
Royalties payable .......... 00. cece cece ence tenet eee een nee n ene 22,306 80,764 
Accounts payable ..........5. 0.006 esse cent eee ener ence nn wee eee 85,827 66,750 
Accounts payable re purchase of equipment — secured ............-.-. 25,456 . 56,564 
Estimated liability for Ontario mining taxes ...........00 esse eee eeees 24,592 29,393 
Payable to affiliated companies ........-...--. esses eee ener e neers 11,786 10,634 
Dividends payable 601i i. yea es awe wolves ec ae n Nase we eee asia — 154,500 


$ 177,837  $ 416,689 


CAPITAL AND SURPLUS 
CapiTaL stock (Note 6) 


Authorized: 
5,000,000 shares, par value $1.00 each 


Issued and fully paid: 


Be LOO MMV SHAT OS On irc a) vennastearan els Can tele) phe elonescin wine siete @niete $3,100,005 $3,100,005 

Desa discount. thereon 0 Uk alia aces Miaiaheniais mateo ep nes 2,330,000 2,330,000 

$ 770,005 $ 770,005 

EARNED SURPLUS, per statement ..........-.- eee eee eee tees 400,936 55,328 


$1,170,941  $ 825,333 


Approved on behalf of the Board of Directors: 


FRANK CADESKY, Director. 
A. J. FORTENS, Director. 


$1,348,778 $1,242,022 


The accompanying notes are an integral part of the consolidated financial statements. 


Auditors’ Report 


To the Shareholders of 
Glen Lake Silver Mines Limited. 


We have examined the consolidated balance sheet of Glen Lake Silver Mines Limited and its wholly-owned 
subsidiary, Hiho Silver Mines Limited, as at July 31, 1966 and the consolidated statements of operations and earned surplus 
for the year ended on that date. Our examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in the circumstances, 


t In our opinion, subject to the determination of the income tax status of the company’s subsidiary to which reference 
is made in Note 7, the accompanying consolidated balance sheet and consolidated statements of operations and earned 
surplus present fairly the financial position of the companies as at July 31, 1966 and the results of their operations for the 
year ended on that date, in accordance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Toronto, Ontario, FISHER, NISKER & COMPANY, 
September 23, 1966. Chartered Accountants. 


GLEN LAKE SILVER MINES LIMITED 


AND ITS WHOLLY-OWNED SUBSIDIARY, HIHO SILVER MINES LIMITED 


Consolidated Statement of Operations 


FOR THE YEAR ENDED JULY 31, 1966 
(With comparative figures for the year ended July 31, 1965) 


(Note 1) 
REVENUE 1966 
Production of concentrates, flotations and metallics .................. $1,878,010 
Less — smelter and other marketing costs ....................45. $ 186,161 
FOVAIES Lit arait tun Grace Gath Mar ahi ts Uden ah Chace Rai erage a a eto ear ae 39,212 
$ 221,373 
$1,656,637 


OPERATING EXPENSES 


Mine development 30 20. Us Gite a Gaeta, Ae Wate en te Ree LEE ele $ 341,025 
Mit ey ie ait digonlel Statue ant wc dunl ta ligSavlc A Gr it at AA er e 206,030 
bs PUI Aram A ent aL ecb MCA UC PEN MIN TRAN MIU EMIN LANL. (chi ae AOC aS. 125,061 
General and office expenses at the property ................-.---00-- 78,157 
General and administrative expenses ..............0.ceeceeeececeees 137,395 
Ontario: mining: taxes — estimated 0... Junk. spb no ad ___ 30,820 
$ 918,488 
OPERATING PROFIT BEFORE DEPRECIATION AND AMORTIZATION ............... $ 738,149 
Deduct — depreciation of buildings, machinery and equipment ........ $ 107,331 
— amortization of preproduction expenditures and shaft sinking costs 178,481 
$ 285,812 
OPERATING ‘PRORTT ‘456 55..)5 sb sro agate a nee cate Cae ee ete POR Nhe areEEN $ 452,337 
Add — ‘sundry ‘revenue’ ¢ cacect uence tienen sierra ee amma lel esexec geet $ 9,002 
— profit on disposal of machinery and equipment ................ 160 

-— profit; from: sale; of cinvestinents7.4)0 Go en oa ane eee ean — 
$ 9,162 
$ 461,499 
Deduct — outside exploration expenditures .................0..000ee $ 114,035 

— loss on disposal of machinery and equipment ................ — 
$ 114,035 


NET PROFIT FOR ‘THE; YEAR (Note wdog tine vue Sete ee ate eat eel ie ee ee $ 347,464 


1965 


$1,676,613 


$ 137,173 

48,994, 
$ 186,167 © 
$1,490,446 


$ 301,064 
125,471 
112,983 

79,310 
137,410 
29,415 


$ 785,653 


$ 704,793 


$ 105,637 


142,179 
$ 247,816 


$ 456,977 


$ = 7,290 


— 


21,162 
$ 28,412 
$ 485,389 


117,969 
700 


118,669 


A\P| SK 


366,720 


GLEN LAKE SILVER MINES LIMITED 


AND ITS WHOLLY-OWNED SUBSIDIARY, HIHO SILVER MINES LIMITED 


Consolidated Statement of Earned Surplus 


FOR THE YEAR ENDED JULY 31, 1966 
(With comparative figures for the year ended July 31, 1965) 


CU ANCEATABECINNING OF “YEAR Cou sock saree ead abd me nis meaner ara ere OUP eas 
WGC NEL PEONE AOr TUG (VEAL Mee 82) nia, sia ein sone aye pr ecece Manceimm reine) 9h2 Fy pp 


Deduct — dividends paid or declared ............. 000 eee eeee ee ere tees 


— mining claims abandoned (acquired by subsidiary for 1,999,997 


Shares ot rts capital istock) iw) s/20 Aust ea igwile fics! ccdit i es 
— mining claims abandoned (acquired for cash) ................ 


— write-off of incorporation and organization expenses ........... 


adjustment of 1965 mining taxes)... .. 0... 22.02.5000 eee 


ERMAN GAO RENTY (OR AY ARs eel rae tes tre ote wieatial oe cainrahalelra Sn wierel etranbe a S.'e ete 


1966 


$ 55,328 
347,464 


$ 402,792 


$ 1,856 


1965 _ 


$ 510,300 


366,720 
$ 877,020 


$ 618,001 


200,000 


3,691 


$ 821,692 
$ 55,328 


GLEN LAKE SILVER MINES LIMITED 


AND ITS WHOLLY-OWNED SUBSIDIARY, HIHO SILVER MINES LIMITED 


Notes to Consolidated Financial Statements 
JULY 31, 1966 


Note 1 — 


Note 2 — 


Note 3 — 


Note 4 — 


Consolidated balance sheet 

The consolidated balance sheet includes the accounts of Glen Lake Silver Mines Limited and its 
wholly-owned subsidiary company, Hiho Silver Mines Limited. This subsidiary company commenced 
regular production of silver concentrates in reasonable commercial quantities on August 1, 1964 and 
its operating income and expenses from that date are included in the consolidated statement of 
operations. 


Mining leases 
The mining leases held by the companies as at July 31, 1966 are as follows: 
(1) A lease on two parcels of mining lands, known as the “Bailey Property” in the 


District of Temiskaming, Ontario (held by Glen Lake) .....................4. $ 1.00 
(2) A lease on certain contiguous parcels of land in the District of Temiskaming, 

Ontario, (held ‘by, Hiho: Silver). oes Ue Oe ele oan ae ea 1.00 
(3) A lease on a parcel of land in the District of Temiskaming (held by Hiho Silver) 35,000.00 


$35,002.00 


The lease shown under (1) above (which is the Glen Lake’s producing property) was acquired by 
an agreement dated February 1, 1961. This lease is for a period of ten years from the date of 
agreement, subject to the right of renewal. The lease provides for a royalty of 10% of net smelter 
returns received from ores removed from the mining lands and sold. For accounting purposes this 
lease is recorded at a nominal value of $1.00. 

The lease shown under (2) above was acquired by agreement dated May 9, 1963. The lease is for 
a period of five years, renewable for further five-year terms and provides for an annual rental of 
$6,000.00 and a royalty of 10% of the net smelter returns on all ore shipped from the property. 
Annual rentals can be applied to reduce the royalty payments. The company has an option to 
purchase the mining lands covered by the lease for $75,000.00. All rents and royalties paid to the 
lessor during the lease period may be applied on account of the purchase price. The company may 
terminate this lease at any time upon giving the lessor one month’s written notice. 

For accounting purposes this lease is recorded at a nominal value of $1.00. 


The lease shown under (3) above was acquired on August 31, 1965. The lease expires on October 1, 
1968 and can be renewed for an additional ten years. 

Mining claims 

The following is a summary of the mining claims held by the companies as at July 31, 1966: 
Certain contiguous parcels of land in the District of Temiskaming, Ontario (includes 


the producing property) acquired by Hiho Silver for cash ................ $130,000.00* 

50%' interest in unpatented mining claims in the Larder Lake Mining Division, 
Ontario, acquired by Glen Lake for cash ............. 000... cee eee eee eee 5,896.33 
$135,896.33 


* No provision for depletion of the cost of the company’s producing property 
is made, which is consistent with Canadian accounting practice. 


Mining claims held under option to purchase 
50% interest in unpatented mining claims in the Pine Point area, Northwest Territories, 


acquired by Hiho Silver for cash (see (1) below) ....................005. $ 50,000.00 

9 mining leases and 7 patented mining claims in the District of Temiskaming, Ontario, 
acquired by Hiho Silver for cash (see (2) below) ................... 0000 ee 20,000.00 
$ 70,000.00 


(1) By agreement dated December 7, 1965, Hiho Silver Mines Limited acquired an option to purchase 

200 mineral claims in the Pine Point area, Northwest Territories. By agreement dated March 29, 
1966, the company assigned a 50% interest in this option agreement to Hecla Mining Company 
of Canada Limited (hereinafter referred to as Hecla). 
To July 31, 1966, the company and Hecla have each paid $50,000.00, which was the consideration 
to acquire the option. To exercise the option to purchase, the optionor is to receive an additional 
$200,000.00 — $100,000.00 on or before December 7, 1966 and $100,000.00 on or before 
December 7, 1967. 


Note 5 — 


Note 6 — 


Note 7 — 


The agreement of December 7, 1965 further provides for the ultimate transfer of the claims 
either to a company to be incorporated, in which case the optionor will receive 375,000 shares 
of the new company, or to Glen Lake Silver Mines Limited in which case the optionor will receive 
200,000 shares of Glen Lake. 

The agreement of March 29, 1966 provides for certain exploration work to be performed on 
the optioned claims (not less than two years assessment work). 


The company and Hecla are to share all costs and expenditures, including the aforementioned 
option payment of $200,000.00, 50-50, but each company may elect to withdraw from the 
agreement after giving proper notice as defined in the agreement. 

Should the option agreement be fully exercised by both companies, Hiho Silver and Hecla have 
agreed to incorporate a new company under the laws of the Province of Ontario with an 
authorized capital of 5,000,000 shares which company will acquire the optioned claims for 750,000 
shares of its capital stock. The optionor will receive 375,000 shares and Hiho Silver and Hecla 
will each receive 187,500 shares. 


There are further provisions for the new company to issue additional shares to Hiho Silver and 
Hecla for exploration and development expenditures incurred by them. 

(2) By an agreement dated June 10, 1966, Hiho Silver Mines Limited acquired a working option 
for a term of one year on certain mining claims in the District of Temiskaming, Ontario, for 
$20,000.00. The option may be extended for two more years on payment of $10,000.00 per year. 
Hiho Silver may, after it has expended a minimum of $150,000.00 on the property, purchase 
the said claims for the sum of $400,000.00 to be paid $100,000.00 annually for four years or 
incorporate a new company to acquire the claims, in which case the optionor will receive a 
25% interest in the new company and Hiho will receive 75%. 


Hiho can terminate the agreement on thirty days notice. 


Depreciation and amortization 

Depreciation of buildings, machinery and equipment and amortization of preproduction expenses and 
shaft sinking costs are provided to write off these costs over the estimated life of the producing 
properties. 


Donated shares 


Of the 900,000 shares of capital stock of Glen Lake Silver Mines Limited issued for mining claims, 
10,000 shares were donated back to Glen Lake by the vendors. These shares are held in escrow and 
are registered in the name of the Guaranty Trust Company of Canada as trustee to be dealt with only 
on the written direction of the company and the Ontario Securities Commission. 


Income taxes 


Glen Lake Silver Mines Limited was exempt from income taxes for the three-year period ended 
July 31, 1965. No provision for income taxes has been made for the year ended July 31, 1966 on 
Glen Lake’s operations because development, preproduction and shaft sinking expenses are available 
to offset profits. 

Hiho Silver Mines Limited has made application to the Department of National Revenue for a 
three-year tax exemption period to commence August 1, 1964. The department has indicated it is 
not presently prepared to grant such exemption. Counsel for the company has advised that in their 
opinion the subsidiary company should be entitled to the exemption. The subsidiary company 
accordingly proposes to dispute and contest any assessment for income taxes which may arise from 
revenue earned during its first three-year period of operations. 

Under the circumstances, no provision for income taxes has been made in these financial statements. 
Should the Department of National Revenue assess Hiho Silver Mines Limited on profits arising from 
its mining operations, and if such assessment is upheld, income taxes on its operations from inception 


(August 1, 1964) to July 31, 1966 could amount to approximately $179,000.00. 


Directors’ remuneration 


Remuneration paid to directors for their services as directors for the year ended July 31, 1966 
amounts to $5,275.00. 
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